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Abstract

I estimate the contribution of the currency mismatch to the severity of the current crisis in
Hungary, where foreign currency lending was salient. I exploit the particular feature of the
Hungarian economy, that there were two ex-ante relatively similar but ex-post quite different
currencies used for FX lending. I show that rms with a weaker balance sheet tend to pick the
cheaper but riskier loan. I find evidence that some banks were particularly active in pushing
the riskier loan. I also decompose the post crisis performance of firms and I find that both the
exchange rate movements and the per se riskiness of firms contributed significantly to the

worse performance of firms borrowing in the riskier currency.
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